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Introduction
Throughout the last decade of the Twentieth century, the countries in South Eastern
Europe (SEE) suffered from war and conflict, enduring at the same time the hardships
of the transition to market economies. With the end of hot conflicts, democratic
transformations are leading to fundamental restructuring of armed forces, changing
the role of the military in their national political systems. Currently, all SEE countries
are in the process of establishing effective democratic control over the armed forces,
motivated to introduce the practices of transparency and accountability throughout
government, the area of defence included.
Military budgeting is one very important component of democratic governance of
defence. Traditionally, military budgets have been considered one especially sensitive
area out of societal reach. As a result, although parliaments have the responsibility of
deciding on and overseeing the execution of military budgets, very few people is SEE
can credibly discuss the issue of ―How much is enough?‖ The number of people in
SEE with the grasp of the complexity of the military budgeting process is still quite
limited. Traditional practices and non-transparent group interests too often prevail on
the issues of the size and the structure of military budgets. Moreover, parliaments
vote on military budgets, but the elective representatives of the people rarely
understand the meaning of their decisions with respect to national security and
defence policies.
Therefore, one of the very early initiatives within the Stability Pact for South Eastern
Europe aimed to promote the transparency of military budgeting; transparency being
understood both in terms of availability of information on budgets and budget
execution and in terms of open, policy-oriented decision making process.
Understanding that military budgeting is at the heart of the democratic control of the
armed forces and comprehensive regional stability, the Budget Transparency
INFORMATION & SECURITY. An International Journal, Vol.11, 2003, 95-135.
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Initiative (BTI) of the Stability Pact aims to promote domestic and international
transparency of defence budgets and the defence budgeting process throughout South
Eastern Europe and to encourage good practices in defence decision making (policy
making, planning, programming and budgeting), with particular reference to
accountability.
In line with the BTI objectives, this paper presents a methodology for comparative
assessment of military budgeting processes. Once implemented, this methodology
will allow the participants in the SP Budget Transparency Initiative and other
beneficiaries to identify:
1.

Areas where SEE countries have achieved important progress in
implementing effective budgeting procedures and their experience may be
useful for other BTI countries and beneficiaries through encouragement of
the dissemination of good local practice, and

2.

Areas where all SEE countries lack necessary expertise and/or experience
and the region as a whole would need focused outside support to improve
military budgeting practices.

Approach
In pursuit of the BTI objectives, this paper provides a description of an idealised—
not necessarily existing—budgeting process to serve as a benchmark. The underlying
approach is to assess military budgeting processes in individual SEE countries against
this benchmark.
Annex A provides a questionnaire to assess budgeting processes against a hierarchy
of criteria structured in five major groups: (1) policy orientation of the budgeting
process; (2) effectiveness of budget planning; (3) budget execution and oversight; (4)
transparency; and (5) integrity. Annex A includes also sets of possible answers to the
questions, ‗scaled‘ to allow comparison of SEE military budgeting provisions and
practices to the benchmark.
The final section of the paper provides guidance on how to process respective
answers to the questionnaire in order to accomplish stated objectives.
Assumptions
Readiness for implementation
The major assumption is that, ready to adhere to the Vienna understanding on the
purpose of the BTI in South Eastern Europe, the SEE countries are willing to:
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Implement practices that would facilitate good governance in the area of
defence;



Promote democratic accountability of the military and, generally, of the
executive branch; and



Share information to increase confidence in the region.

Application domain
The expectation is that the BTI team—the Academic Working Group and the Group
of Experts, supported by the Centre of Excellence in Sofia—will apply the proposed
methodology to assess military budgeting processes in SEE countries. To this
purpose, the questionnaire accounts for a number of specifics of the SEE countries
undergoing substantial defence reforms, lacking market experience, demonstrated for
example in the lack of experience in competitive tendering, and possessing rather
limited experience in military budgeting according to the principles of democratic
governance.
The level of detail of the methodology is commensurate with the stated purpose and
the current stage of democratic developments in SEE countries. More focused
analysis would be required when the BTI team identifies one or more areas of
possible improvement in military budgeting in South East European countries.
The methodology is intended for assessment of the current status of military
budgeting in SEE. Additionally, its implementation may provide indications for the
adequacy of planned improvements in military budgeting systems and practices and
may assist SEE decision makers in assigning priorities to envisioned procedural,
organisational and technological innovations related to military budgeting.
Scope of ‘budgeting’
For the purposes of this paper, the term ‗budgeting‘ comprehensively includes the
military budget as a document, the process of planning the military budget (ideally, to
reflect accurately a particular defence policy), the process of budget execution and
accounting, and the system of audits, reports and legislative approval of budget
reports.
Characteristics of the benchmark
Military budgeting processes in South East European countries shall be compared
against an idealised system serving as a benchmark. Such a system does not
necessarily exist. The budgeting system described in this section may be considered
‗best‘ in ‗good governance‘ terms of effectiveness, transparency and accountability
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and does not take into account sometimes legitimate concerns of sensitivity of
information, secrecy, and limitation on the access to information.
The benchmark is described in five major categories of criteria assessing
respectively: (1) Goal orientation of the budgeting process; (2) Scope and
effectiveness of the budget planning process; (3) Budget execution and effective
oversight; (4) Transparency of military budgeting and budgets; and (5) Assurance of
integrity of military budgeting.
I. Military budgeting as an integral component of the security and defence policy
I a. Objectives, vision, strategy
Military budgeting is a process well incorporated in the defence planning framework,
guaranteeing the implementation of a clearly stated defence policy in mid- and longterm. The country has clearly stated the objectives of its security and defence policies
in a small number of legislative acts with apparent interrelationship among them.
There is a comprehensive strategy to achieve the objectives of the security and
defence policy, i.e., to join an alliance. This strategy—elaborated in a legislative
act—is broadly assessed as realistic. The country has a vision of its force structure ten
or more years in the future. The vision is feasible and sufficiently elaborated to guide
R&D, technology development and acquisition policies. Its implementation is
supported by a roughly costed long-term force development plan. The vision and the
long-term plan are approved either by the Government or by the legislature.
I b. Programmatic approach
The country has an established process for development of a mid-term plan, or
defence programme,1 designed to accomplish the objectives of the stated defence
policy. The defence programme and its components are clearly designed to meet
policy objectives. It incorporates diverse requirements, e.g., on national defence and
allied planning. The defence programme further includes programmes and projects
considered of highest priority in terms of policy objectives. In a comprehensive
manner it covers all defence activities and costs, including personnel, operations and
maintenance (O&M), procurement, utilisation, education and training, research and
technology development, etc.
The defence programme is constrained by anticipated resources. It further constrains
any other defence resource requirements posed, for example, by acquisition
programmes or operational plans. It contains alternative options to reflect thoroughly
described contingencies. The defence programme effectively incorporates
performance indicators. The level of detail for the first planning year 2 of the defence
programme is sufficient to allow for its accurate transformation into budget plan.
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I c. Defence and force planning risks
There is a clear understanding of the risk level associated with the budgeted force structure and
defence posture both in short- and mid-term. The country has a methodology to assess risks
associated with defence and force planning, and this methodology is adequate to the country‘s
needs. It has established procedures to develop scenarios for force implementation, to assess
probability of occurrence of each scenario under clearly stated assumptions, to simulate
performance of planned forces, to analyse simulation results and deduct risk. Furthermore, the
assessment of risk is supported by relevant tools, while the experts involved have the necessary
knowledge and experience. Finally, risk assessment is fully and effectively incorporated within
the defence and force planning cycle.

I d. Effective incorporation of military budgeting
The budgeting procedure is clearly oriented to reflect precisely policy objectives and
programme decisions. It allows for efficient and effective translation of policy and programme
decisions into budgets.

II. Budget planning
II a. Military budget planning
Roles and responsibilities within the executive branch and among the braches of
power in regard to military budgeting are very clear. That applies to the distribution
of roles and responsibilities among the executive branch, the legislature, and the Head
of State (the Supreme Commander); among the senior military authorities, the civilian
MOD 3 officials and the Ministry of Finance; the roles and responsibilities of the
public sector, commercial organisations and lobbying groups, in particular the
relationships between the executives and commercial organisations owned by the
MOD or other governmental agencies.
II b. Flexibility
Roles and responsibilities for key aspects of military budgeting are defined through
comprehensive legislation, regulations, and instructions, covered by a budget system
law. A degree of flexibility is available to the executives in spending public funds.
Programmes and, respectively, budget can be changed out of the regular planning
cycle. However, the discretionary powers of the executives are clearly described in
legal acts. Contingency or reserve provisions of the budget law specify clear and
stringent conditions for the use of funds. Executive reports on spending contingency
funds are independently audited.
II c. Military budgets
In a comprehensive manner, the military budget covers all financing (subsidies and
‗revenues‘/‘incomes‘) and spending. Comprehensively, with clearly defined sources
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and elaborated purpose, the military budget accounts for the subsidy from the state
budget to the Ministry of Defence; subsidies from the state budget to other
organisations performing defence and defence-related activities, i.e., maintenance of
wartime reserves; funding from other national programs, i.e., for preparation for
NATO membership; funding through international and bi-lateral programmes (with
clear regulations for using reimbursed funds); revenues from sales of excess
equipment, infrastructure, etc.; revenues from the profits of commercial organisations
and organisations, providing goods and services to outside organisations, when the
MOD owns or has a share in these organisations.
The country has the capacity—methodology, adequate knowledge and trained
people—to estimate accurately all future defence expenditures, including the
expenditures according to the UN Instrument for Standardised Reporting of Military
Expenditures (Annex B), taxes, social and medical insurance costs, retirement costs
and the costs for social adaptation of prematurely released military personnel,
expenditures on utilisation of weapon systems, equipment and infrastructure, costs to
cover previous contracts and loan servicing costs, as well as any contingent liabilities.
All revenues and expenditures are classified in a way that is compatible to the
international standards, i.e., GFS 4 and the UN instrument. Budget information is
presented in a way that facilitates policy analysis and promotes accountability. The
military budget is represented in the form of appropriations, giving considerable
detail. It provides detailed distribution among defence organisations, as well as
among defence programmes. In the latter case, the budget clearly presents the
resources allotted to training, maintenance, procurement, research and development
(R&D), etc., for each programme and its elements.
III. Budget execution and oversight
III a. Budget execution
The country has a comprehensive accounting system that provides a reliable basis for
assessing payment arrears. The accounting system is capable of generating data on all
stages of the ‗incomes‘ and payments along budget appropriations, as well as along
organisations and programmes.
Personnel, operations and maintenance, procurement and R&D regulations are
standardised and accessible to all interested parties. There are clear criteria for
discretion on employment and payment, allowing for competitive recruitment. The
regulations for open tendering for procurement, R&D and other contracting services
are clear and comprehensive and the personnel involved in their implementation is
adequately qualified. All these regulations are fully observed in practice.
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III b. Auditing
In the defence establishment and/or in the executive branch there is a strong capacity
for internal audit. Internal audit procedures are clear and subject to effective process
review by external auditors. There is a strong audit capacity both in terms of financial
compliance and effectiveness of performance (‗value-for-money‘ audits).
Additionally, there is a strong capacity for independent audits, i.e., through a National
Audit Office working for the legislature. Independent audit requirements and
procedures are clearly established in law. There is a strong independent capacity for
audits in terms of financial compliance and identification of fraud/mismanagement
cases, as well as for ‗value-for-money‘ audits. Independent think-tanks (universities,
academic institutes and other non-governmental organisations) complement ‗valuefor-money‘ audits in particular areas of interest, i.e., force modernisation
programmes. Non-governmental organisations have a notable capacity and track
record of successful performance reports. Their reports have had noticeable impact
on decision makers and societal attitudes.
III c. Reporting
The government presents regular fiscal reports to the legislature and the public. A
mid-year report on budget developments is presented to the legislature. More
frequent—quarterly and monthly—reports are also published. Final accounts are
presented to the legislature within six months of the end of the fiscal year. They are
accompanied by comprehensive and in-depth analysis of performance relative to the
major defence programmes.5
IV. Transparency of military budgeting
IV a. Transparent decision making
All aspects of military budgeting (planning, execution and assessment of
implementation) are transparent to decision makers and the public. All participants in
the budgeting process—civilian and military planners, ministers of defence and
finance, governmental councils, legislature and its committees, head of state, audit
office, lobbying groups, non-governmental profit and non-for-profit organisations,
media and society at large—exercise their influence according to clear rules and with
full understanding of all aspects of the military budgeting process and adhere to the
principles of democratic governance.
IV b. Availability of information
Publications of military budgets and related information—major security and defence
policy documents, defence programmes, implementation and audit reports—are
readily available to the public. The rules for disclosing military budgets and related
information are also public. They are clearly defined in law and leave very little room

102

A Means of Comparing Military Budgeting Processes in South East Europe

for discretion by the executive agencies. The government and the respective agencies
are legally obliged to publish information on military budgets in details, allowing
rigorous analysis by an informed observer. The information is provided in printed
version and on-line, both in the native language and in another commonly used
language, i.e., in the English language. Furthermore, the executives, i.e. the Minister
of Defence, are obliged by law to respond in writing to requests for information. If a
portion of a related document is classified,6 that portion is deleted and the rest of the
document is provided to the enquiring organisation or person.
Aggregate information on the budget and the actual or expected outturn of the two
preceding fiscal years is readily available. Aggregate information on the budget
forecasts for five or more years following the budget year is also available.
The country complies with international treaties and agreements that require
disclosure of military budgeting information, i.e., UN and OSCE agreements and
Stability Pact initiatives, regularly providing complete and accurate information on
time.
V. Assuring integrity
Military budgeting is based on a rigorous and very reliable forecasting of the
budget/fiscal constraints in a comprehensive and consistent quantitative
macroeconomic framework. All underlying assumptions for budget planning, i.e.,
major fiscal risks, uncertain costs, specific expenditure commitments, etc., are clearly
documented and properly accounted for. Furthermore, major underlying assumptions,
such as macroeconomic forecasts, fiscal forecasts, etc., are assessed by independent
experts.
All defence programmes are costed using a comprehensive and consistent set of cost
factors that are clearly related to the findings of an independent national statistics
agency. Integrity checks are supported by an information system. Programming and
budgeting are systematically supported by an information system with tools for
automated analysis and decision making support, allowing also collaborative work.
The accounting basis is clearly indicated, with full statement indicating any changes
in practices as well as current accounting policy.
Alternative programmes and budgets, corresponding to different assumptions, are
clearly identified and documented. There is a clear written procedure to transition
from one alternative to another, and transition points are also clearly documented.
History of both plans and implementation results and assessments is readily available.
Fiscal reports are internally consistent and reconciled with relevant data from other
sources. Effectively and in a timely way accounting reports are reconciled with
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budget appropriations and with bank accounts. Auditing of accounting reports is also
timely and effective. There is rigorous reconciliation of fiscal and monetary data. A
national statistics agency is provided with the institutional independence to verify the
quality of budget data. International standards for budget data integrity and quality
are fully adhered to.
Matching SEE military budgeting processes to the benchmark
The application of the methodology shall require (1) individual expert evaluation of
the military budgeting process of each SEE country and (2) comparative analysis of
the assessment results by a joint BTI team—the Academic Working Group, the
Group of Experts, or a specially tailored team—with representatives of participating
countries.
Theoretically, the accuracy of the assessment of the budgeting process of a particular
country increases with the increase of the number of independent individual
evaluations. However, given the limited number of military budgeting experts with
sufficient language abilities from each country, it is desirable that three to five people
independently fill in the questionnaire. Then the answers to a particular question may
be averaged (according to the guidance below). However, if the answers to a question
differ more than one degree in the respective scale, it is recommended that the BTI
team clarifies the reasons for the difference and arbitrate on the agreement of an
adequate answer.
Thus, the first step in the work of the joint analysis team is to process the assessments
for each individual country and to clarify any existing discrepancies. The second step
is to compare assessments among the SEE countries. Assessments for a particular
criterion may be visualised using a simple scale, i.e., of uniform distribution between
0 and 1, where ‗0‘ denotes negative answer, i.e., non-existence of a certain feature,
and ‗1‘ denotes the characteristics of the idealised system. The questionnaire is
structured so that the first among the answers would usually suggest a ‗0‘ and the last
– ‗1‘.
In many of the cases simple visualisation may assist the joint analysis team in
identifying opportunities for transfer of good local practice (Figure 1) or cases where
SEE countries would need outside support to rapidly improve their military budgeting
systems and practices (see for example Figure 2).
In the first case, countries A 7 and C have solid achievements in terms of criterion X.
The transfer of their know-how and experience to countries B, D and E may
contribute to the objectives of BTI. In the case presented on Figure 2, no country in
SEE has the necessary knowledge and experience to implement adequately the
requirements of the notional criterion Y. This may serve as an indication that the BTI
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team, and the Stability Pact, may consider focused outside support to improve the
understanding, knowledge and experience in the respective component of the military
budgeting process.

'Criterion X'
1

Degree

0,8
0,6
0,4
0,2
0
A

B

C

D

E

Country

Figure 1: Opportunity for transfer of good local practice.
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Figure 2: No SEE country has the necessary knowledge and experience to implement
adequately the requirements of criterion Y. Outside support may be recommended.

A particular attention shall be given to aggregating the assessments in a group of
criteria. When the relationship among the characteristics in the group is additive, the
computation of a simple mean will suffice. If, however, the relationship is
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multiplicative, a simple averaging may mislead the analysis team. For example,
excellent results according to one of the criteria in group 1.2.1. ―Risk assessment‖
will not compensate for a negative answer—or ‗0‘—to another question in the same
group.
Though most of the characteristics of a military budgeting process lend themselves to
such simple quantification that may be suitable for comparative purposes, others do
not easily scale. Therefore, the focus of the analysis team shall be on qualitative
interpretation of the individual assessments.
Conclusion
The countries in South Eastern Europe have already well-established co-operation in
the area of military planning, budgeting and defence resource management in general.
The expectation is that, once endorsed by the BTI Steering Group and applied
effectively, the proposed methodology will be helpful in identifying the most pressing
and promising areas for further co-operation.
Potentially, the methodology may be useful in other studies aiming to improve
democratic governance, transparency and accountability in the public sector, in
particular in the defence and the security sector.
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Annex A

QUESTIONNAIRE
on Military Budgeting Processes
1.

Military budgeting is a process well incorporated in the defence and
security planning framework

1.1.

The budgeting process guarantees implementation of clearly stated defence
policy in mid- and long-term. That shall include the following items:

1.1.1. The country has clearly stated the objectives of its security policy


No



The objectives of the security policy are defined in expert document(s) of the
security services and/or Defence Staff



Definitions in document(s) of the Government/MOD or other governmental
organisations



Definitions in document(s), authorised by the legislature



Clear and comprehensive statement in a legislative act (or in a small number
of legislative acts with apparent interrelationship among the documents)

1.1.2. The country has clearly stated the objectives of its defence policy


No



The objectives of the defence policy are defined in expert document(s) of the
Defence Staff and/or the security services



Definitions in document(s) of the Government/MOD



Definitions in document(s), authorised by the legislature



Clear and comprehensive statement in a legislative act (or in a small number
of legislative and governmental acts with apparent interrelationship among
the documents)

1.1.3. There is an elaborated strategy to achieve the objectives of the security and
defence policy, i.e., build an alliance, neutrality, etc.:


No



Some elements of a strategy are defined in expert document(s) of the
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Defence Staff and/or the security services


Elements of a strategy are defined in document(s) of the Government/MOD



There is a strategy, defined in legislative document(s)



A comprehensive strategy, broadly assessed as realistic, is elaborated in a
legislative act

1.1.4. The country has a vision of the future force structure, i.e., ten or more years
into the future


No



Some elements of a vision are defined in expert document(s) of the Defence
Staff



Document of the MOD/the Defence Staff defines a vision that is feasible,
i.e., generally assessed as realistic in terms of future force requirements and
available resources



The country has a feasible vision, i.e., sufficiently elaborated to guide R&D,
technology development and acquisition policies, that is approved by the
Government and/or the legislature (please briefly describe)



The country has a roughly costed long-term plan for the development of the
envisioned force structure, that is approved by the Government and/or the
legislature (please briefly describe)

1.1.5. The country has an established process for development of mid-term plan, or
defence programme, designed to accomplish the objectives of the stated
defence policy. The defence programme can be characterised in the
following aspects:
1.1.5.1. The defence programme and its components are clearly designed to meet
policy objectives


No



Partially (please specify)



Fully and effectively implemented

1.1.5.2. The defence programme includes the programmes and projects
considered to have high priority in terms of policy objectives


No



Partially (please specify)



Fully and effectively implemented

1.1.5.3. The defence programme is comprehensive. It covers all defence
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activities and costs, including personnel, operations and maintenance,
procurement, utilisation, education and training, etc.


The defence programme leaves out significant part of the defence activities



The defence programme incorporates significant part of the defence
activities but leaves out certain areas, e.g., acquisition programmes (please
specify)



Yes, it accounts for all activities and costs and constraints all defence
resource requirements

1.1.5.4. The defence programme is constrained by resources‘ forecast


No attempt is made to constrain the defence programme



To some extent



It is within 10 percent of the predicted resource levels



The defence programme and its components are meticulously tailored to fit
the forecast resource framework

1.1.5.5. The defence programme contains alternative options to reflect
thoroughly described contingencies


No



Partially (please specify)



Fully and effectively implemented

1.1.5.6. The defence programme effectively incorporates performance indicators


No



Partially (please specify)



Fully and effectively implemented

1.1.5.7. The level of details for the first planning year (or the first two planning
years if the country has a two-year budget) of the defence programme is
sufficient to allow for its accurate translation into budget plan

1.2.



No



Partially (please specify)



Fully and effectively implemented
There is a clear understanding of the risk level associated with the budgeted
force structure and defence posture both in short- and mid-term

1.2.1. The country has a methodology to assess risks associated with defence and
force planning and sufficient expertise to:

112

A Means of Comparing Military Budgeting Processes in South East Europe

1.2.1.1. Develop scenarios for force implementation


There is awareness of the necessity and importance



A methodology is available



The country has a methodology adequate to its needs



Relevant procedures and tools are in place



The experts involved have the necessary knowledge and experience for
effective implementation

1.2.1.2. Assess probability of occurrence of a particular crisis and clearly state
assumptions


There is awareness of the necessity and importance



A methodology is available



The country has a methodology adequate to its needs



Relevant procedures and tools are in place



The experts involved have the necessary knowledge and experience for
effective implementation

1.2.1.3. Simulate performance of planned forces


There is awareness of the necessity and importance



A methodology is available



The country has a methodology adequate to its needs



Relevant procedures and tools are in place



The experts involved have the necessary knowledge and experience for
effective implementation

1.2.1.4. Analyse results and deduct risk


There is awareness of the necessity and importance



A methodology is available



The country has a methodology adequate to its needs



Relevant procedures and tools are in place



The experts involved have the necessary knowledge and experience for
effective implementation

1.2.2. The risk assessment is incorporated within the defence/force planning cycle


No



Partially (please specify)



Fully and effectively implemented
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The budgeting procedure is oriented to reflect precisely policy objectives
and programme decisions


No



Partially (please specify)



Fully and effectively implemented

Budgeting procedure and military budget

2.1.

Military budgeting roles and responsibilities within the executive branch and
among the braches of power are clearly defined.

2.1.1. Clearly defined roles and responsibilities among the executive branch, the
legislature, and the Head of State (the Supreme Commander)


Unclear



Clear but with some significant areas of uncertainty



Very clear

2.1.2. Clearly defined roles and responsibilities among the senior military
authorities, the civilian MOD officials and the Ministry of Finance


Unclear



Clear but with some significant areas of uncertainty



Very clear

2.1.3. Clearly defined roles and responsibilities of the public sector and
commercial organisations/lobbying groups, in particular commercial
organisations owned by the MOD or other governmental agencies


Unclear



Clear but with some significant areas of uncertainty



Very clear

2.2.

Clear legal and administrative framework for military budgeting

2.2.1. The legal framework defines clear roles and responsibilities for key aspects
of military budgeting


Unclear



Partially, with significant gaps



Comprehensively through complex laws, regulations, and instructions



Through comprehensive legislation, regulations, and instructions, covered by
a budget system law
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2.2.2. The degree of flexibility available to the executives in spending public funds
and their discretionary power are clearly described in legal acts


Public funds can only be spent by law



The Minister of Defence has effective power over the military budget
management



Any out-of-cycle changes in the defence budget are based on respective
changes in the defence programme (authorised by the Minister of Defence or
other designated senior resource manager)



As above and independently audited reports are required



Individual agencies/defence organisations are held accountable for the funds
they collect and/or use



As above and independently audited reports are required



Contingency or reserve provisions of the budget law specify clear and
stringent conditions for the use of funds

2.3.

In a comprehensive manner, the military budget covers all financing
(‗revenues/ incomes‘) and spending, including:

2.3.1. Incomes
2.3.1.1. Subsidy from the state budget to the Ministry of Defence


Comprehensively, in gross terms



Comprehensively, with elaborated purpose

2.3.1.2. Subsidy from the state budget to other organisations performing defence
or defence-related activities, i.e., maintenance of wartime reserves


Not applicable



No



Comprehensively, in gross terms



Comprehensively, with elaborated purpose

2.3.1.3. Funding from other national programmes, i.e., programme for
preparation for NATO membership


Not applicable



No



Comprehensively, in gross terms



Comprehensively, with clearly defined sources and elaborated purpose

2.3.1.4. Funding through international and bi-lateral programmes
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Not applicable



No



Comprehensively, in gross terms



Comprehensively, with clearly defined sources and elaborated purpose



As above and there are clear regulations for using reimbursed funds
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2.3.1.5. Revenues from sales of excess equipment, infrastructure, etc., i.e., from
the release of frequency spectrum used by the military


Not applicable



No



Comprehensively, in gross terms



Comprehensively, with clearly defined sources and elaborated purpose

2.3.1.6. Revenues from profits of commercial organisations and organisations,
providing goods and services to outside organisations, when the MOD
owns or has a share in these organisations


Not applicable



No



Comprehensively, in gross terms



Comprehensively, with clearly defined sources and elaborated purpose

2.3.2. Expenditures
2.3.2.1. Compliance with the UN Instrument for Standardised Reporting of
Military Expenditures (Annex B)


No



Partial compliance



A methodology for precise assessment is in place



The participating experts have the necessary knowledge and adequate
experience to estimate accurately the planned expenditures in compliance
with the UN Instrument

2.3.2.2. Taxes, i.e., property taxes


Not applicable (please explain)



Experts are aware of the necessity



Rough estimates in gross terms



A methodology for precise assessment is in place



As above and the participating experts have the necessary knowledge and
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adequate experience to estimate accurately the planned expenditures
2.3.2.3. Social insurance


Not applicable (please explain)



Experts are aware of the necessity



Rough estimates in gross terms



A methodology for precise assessment is in place



As above and the participating experts have the necessary knowledge and
adequate experience to estimate accurately the planned expenditures

2.3.2.4. Medical insurance


Not applicable (please explain)



Experts are aware of the necessity



Rough estimates in gross terms



A methodology for precise assessment is in place



As above and the participating experts have the necessary knowledge and
adequate experience to estimate accurately the planned expenditures

2.3.2.5. Retirement costs


Not applicable (please explain)



Experts are aware of the necessity



Rough estimates in gross terms



A methodology for precise assessment is in place



As above and the participating experts have the necessary knowledge and
adequate experience to estimate accurately the planned expenditures

2.3.2.6. Costs of social adaptation of prematurely released personnel


Not applicable



Experts are aware of the necessity



Rough estimates in gross terms



A methodology for precise assessment is in place



As above and the participating experts have the necessary knowledge and
adequate experience to estimate accurately the planned expenditures

2.3.2.7. Costs of utilisation of surplus weapon systems, equipment and
infrastructure


Not applicable (please explain)



Experts are aware of the necessity
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Rough estimates in gross terms



A methodology for precise assessment is in place



As above and the participating experts have the necessary knowledge and
adequate experience to estimate accurately the planned expenditures

2.3.2.8. Costs to cover previous contracts and loan servicing costs


Not applicable



Experts are aware of the necessity



Rough estimates in gross terms



A methodology for precise assessment is in place



As above and the participating experts have the necessary knowledge and
adequate experience to estimate accurately the planned expenditures

2.3.2.9. Contingent liabilities


Not applicable



Experts are aware of the necessity



Rough estimates in gross terms



A methodology for precise assessment is in place



As above and the participating experts have the necessary knowledge and
adequate experience to estimate accurately the planned expenditures

2.3.3. Classification of revenues and expenditures in a way that is compatible to
GFS/ UN instrument/ PARP 8 or another similar international standard
(please specify)


No



Partially (please, provide details)



Fully compatible

2.4.

Budget information is presented in a way that facilitates policy analysis and
promotes accountability. The military budget is represented in the form of:

2.4.1. Appropriations:


On a gross basis



With some detail



With considerable detail

2.4.2. Organisational distribution (assuming the MOD is a ‗first level budget
holder‘ and examining its constituent organisations /that are also legal
entities/):
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Not known



Organisational distribution is known by the executives, but is not included in
the budget law



Among second level budget holders



Among third level budget holders

2.4.3. Programmes:

3.



Not applicable



Distribution along programmes is known by the executives, but is not
included in the budget law



Along ‗first level‘ programmes



Along ‗second level‘ programmes



On a finer level of detail, clearly describing resources allotted to R&D,
procurement, etc., for each programme and its elements

Budget execution and oversight

3.1.

A comprehensive accounting system provides a reliable basis for assessing
payment arrears


It is of limited capacity and unable to generate reliable data on accounts



It is reasonably comprehensive and capable of generating reasonable data on
accounts



It is comprehensive and capable of generating data on all stages of the
payments and ‗incomes‘



It is comprehensive and capable of generating data on all stages of the
payments and ‗incomes‘ along budget appropriations, as well as along
organisations and programmes

3.2.

Personnel, operations and maintenance (O&M), procurement and R&D
regulations are standardised and accessible to all interested parties:

3.2.1. Employment, release and other personnel policy regulations
3.2.1.1. Employment and pay regulations are:


Not well defined and allow considerable discretion



Well defined but some discretion is allowed



As above, with clear criteria for discretion



As above and there is competitive recruitment
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3.2.1.2. Employment and pay regulations are observed:


No



Only partially



In full

3.2.2. Military training requirements, e.g., 180 flying hours per crew per year, are
standardised and accessible to all interested parties:
3.2.2.1. Training requirements are:


Not well defined and allow considerable discretion y the military authorities



Well defined but some discretion is allowed



As above, with clear criteria for discretion and well documented decisions

3.2.2.2. Training requirements are observed:


No



Only partially



In full

3.2.3. Procurement and other contracting regulations are standardised and
accessible to all interested parties
3.2.3.1. There are regulations for open tendering for procurement, R&D and
other contracting services


None are in place



Regulations are in place but are unclear or incomplete (please provide
additional information)



The regulations are clear and comprehensive



As above and the personnel involved is adequately qualified

3.2.3.2. Tendering regulations are observed:


No



Only partially



In full

3.3.

In the defence establishment and/or in the executive branch there is a strong
capacity for internal audit

3.3.1. Internal audit procedures are clear and subject to effective process review by
external auditors


No
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Partially (please explain)



Yes

3.3.2. There is audit capacity in terms of financial compliance and identification of
fraud and mismanagement cases


None



Weak capacity



Adequate capacity



Strong capacity and effective implementation

3.3.3. Audits cover both financial compliance and effectiveness of performance
(‗value-for-money‘ analysis). The internal capacity for ‗value-for-money‘
audits can be described as:


Non existent/ there are no provisions for internal ‗value-for-money‘ audits



Weak capacity



Adequate capacity



Strong capacity and effective implementation

3.4.

There is a strong capacity for independent audit, i.e. through a National
Audit Office working for the legislature (further down referred to as ‗NAO‘)

3.4.1. Independent audit procedures are clearly established in a law


No



Partially (please explain)



Yes

3.4.2. NAO has audit capacity in terms of financial compliance and identification
of fraud/mismanagement cases


Weak capacity



Adequate capacity



Strong capacity and effective implementation

3.4.3. NAO audits cover both financial compliance and effectiveness of
performance (‗value-for-money‘ analysis)


No/ there are no provisions for independent ‗value-for-money‘ audits



Weak capacity for value-for-money audits



Adequate capacity



Strong capacity and effective implementation

Todor Tagarev

3.5.

121

Independent think-tanks (universities, academic institutes and other nongovernmental organisations) complement ‗value for money‘ audits in
particular areas of interest, i.e., force modernisation programmes


Very limited or non existent capacity



Limited capacity



Occasional reports with limited impact



Notable capacity and track record of successful audits/ reports on
performance (please provide examples)



As above and noticeable impact on decision makers and/or societal attitudes
(please provide examples)

3.6.

Regular fiscal reporting to the legislature and the public

3.6.1. A mid-year report on budget developments is presented to the legislature.
More frequent—at least quarterly—reports are also published


No requirement to present mid-year report to the legislation



No requirement to publish governmental financial accounting reports



Annual publication



Half-yearly publication



Quarterly publication



Monthly publication

3.6.2. Final accounts should be presented to the legislature. Annual reports are
audited and submitted to the legislature:


Not at all or infrequently



After more than 12 months



Within twelve months



Within six months

3.6.3. Results achieved relative to the major programmes are presented to the
legislature annually


No requirement to submit such performance reports



After more than 12 months, with sketchy performance analysis



Within twelve months, with sketchy performance analysis



Within twelve months, with comprehensive and in-depth performance
analysis



Within six months, with comprehensive and in-depth performance analysis
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Level of transparency

4.1.

All aspects of military budgeting (planning, execution and assessment of
implementation) are transparent to decision makers and the public. Please
identify in Table 1 the actual role of each player in the military budgeting
process using the following notation:
Not applicable
No role according to the constitutional arrangement and the legal framework of
the country
Has constitutional/legal responsibilities but usually plays a rubberstamp role
Limited influence due to inadequate knowledge and experience
Strong influence, but limited understanding of the complexity and the intricacies
of the military budgeting process
Strong influence with full understanding of the military budgeting process and
adherence to the principles of democratic governance
Other (please specify)

Table 1: Participation and transparency of decision making

a
Military planners
Senior military
leadership, i.e., Defence
Staff
Civilian MOD
administration
Civilian/political
leadership of the MOD
Ministry of Finance
The Government, i.e.,
Council of Ministers
The Parliament (as a
whole, including staff)
Parliamentarian
committee with

b

c

d

e

f

g
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responsibilities on
budget and finance
issues
Parliamentarian
committee with
responsibilities on
defence issues
Head of State (Supreme
Commander),
accounting for staff
expertise
National audit office or
a similar organisation
Commercial
organisations, i.e.,
defence industries,
lobbying groups, etc.
(please specify)
Non-governmental think
tanks, universities,
academic institutes
Media
Society at large

4.2.

Publications of military budgets and related information are available to the
public

Please identify availability in Table 2..
4.2.1. Rules for disclosing military budgets and related information are public
a.

No

b.

Partially, leaving considerable room for discretion by the executive agencies

c.

Partial but clear

d.

Clear regulations in significant detail

4.2.2. Reason for publication:
a.

Requirements of international organisations

b.

Occasional initiative of governmental officials or members of the legislature
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c.

Legal obligation of the Government or the respective agency

4.2.3. Level of detail of the publication:
a.

Short unclassified (or incomplete for other reasons) version, that hardly
allows to form a judgement

b. Partial version, sufficient to form a rough estimate
c.

Sufficient to allow rigorous analysis by an informed observer

4.2.4. Media to provide access by the public:
a.

Limited printed version in the native language

b. As above plus limited printed version in another commonly used language,
i.e., in the English language
c.

Freely accessible on-line publication in the native language

d. As above plus freely accessible on-line publication in another commonly
used language. i.e., in the English language
4.2.5. Historical information:
a.

There is no information on previous years or previous versions of the
document

b. Some aggregate information is presented on the budget and the actual or
expected outturn of the preceding fiscal year/ short description of previous
versions of the document are available
c.

As for (b) for the preceding two fiscal years/ full description of previous
versions of the document are available

4.2.6. Budget forecasts
a.

There is no information on years following the budget year

b.

Some aggregate information is presented on the budget forecasts for two
years following the budget year

c.

As for (b) for the five years following the budget year
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Table 2: Availability of military budgeting information

Non
applicable
Major security policy
documents:


Reason
for publication

Level
of
detail

Media

History

Longer
forecasts
N/a

National Security
Strategy

 National Security
Concept

N/a

 Other (please
specify)

N/a

Major defence policy
documents:
 National Military
Strategy
 Military Doctrine
 Other (please
specify)
Defence programmes
Draft military budgets
Military budgets
Implementation reports
Internal audit reports
Independent—
‗NAO‘—audit reports
Independent—NGO—
audit reports
Responds by the
executives to specific
enquiries
Other, i.e., transcripts
of parliamentarian
hearings, noteworthy
papers, articles, presentations (please specify
and briefly describe)

126

A Means of Comparing Military Budgeting Processes in South East Europe

4.3.

The country complies with international treaties and agreements, requiring
disclosure of military budgeting information, as follows:
a.

Not applicable

b.

Does not supply regularly the required information

c.

The information provided is incomplete

d.

The information provided is complete, but often contradicts other sources

e.

Complete and accurate information is regularly provided on time

f.

Other (please specify)

Please assess the compliance in Table 3.

Table 3: Effectiveness of compliance to international agreements

a

b

c

d

e

f

United Nations Instrument
Organization for Security and
Co-operation in Europe (Vienna
documents)
Stability Pact for SEE – Budget
Transparency Initiative
Dayton/Paris Accords
NATO/PfP Planning and Review
Process/ the Interoperability
Survey
Others (please specify)
5.

Assurances of Integrity

5.1.

Rigorous forecasting of the budget/fiscal constraints in a comprehensive and
consistent quantitative macroeconomic framework. Forecasts can be best
described as:


Unreliable



Moderately reliable



Very reliable

Todor Tagarev

5.2.

127

The main underlying assumptions in budget planning, i.e., major fiscal risks,
exchange rates, uncertain costs, specific expenditure commitments, etc., are
clearly documented and properly accounted for


Assumptions are not clearly stated



Very few assumptions are properly accounted for



Some important assumptions are clearly stated (please provide a list)



All applicable assumptions are clearly documented and properly accounted
for

5.3.

Underlying assumptions such as macroeconomic forecasts, fiscal forecasts,
etc., are assessed by independent experts. External scrutiny of
macroeconomic forecasts and models used to generate them is actively
encouraged.


No



Yes



Yes and there are formal institutional arrangements to assure external
scrutiny

5.4.

Defence programmes are properly costed


Not applicable



Programmes are costed by the respective programme teams without clear
guidance



Programmes are costed by the respective programme teams following
common guidance on major cost factors



All defence programmes are costed using a comprehensive and consistent set
of cost factors



As above and the cost factors are consistent with the findings of an
independent national statistics agency

5.5.

Integrity checks are supported by an information system


No



Some organisations, participating in the programming and budgeting
process, use information systems with limited functionality



All organisations, participating in the programming and budgeting process,
use an information system with limited functionality



Programming and budgeting are systematically supported by an information
system allowing collaborative work



As above, with integrated tools for automated analysis and decision making
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support
5.6.

The annual budget and the final accounts indicate clearly the accounting
basis (e.g., cash or accrual) and standards used in compilation and
presentation of budget data


No statement of the accounting system is provided



A partial statement is provided



A full statement is provided indicating any changes in practices as well as
current accounting policy

5.7.

Alternative programmes/budgets, corresponding to different assumptions,
are clearly identified. There is a clear written procedure to transition from
one alternative to another and the transition points are clearly documented


No



Partially (please explain)



Yes

5.8.

History of both plans and implementation results/assessments is readily
available


No



Only partial records are available



Yes, but difficult to obtain and compare



Yes

5.9.

Fiscal reports are internally consistent and reconciled with relevant data
from other sources

5.9.1. Accounting reports are reconciled with budget appropriations:


Ineffectively and not in a timely manner



Fairly effectively but not in a timely manner



Effectively and in a timely way

5.9.2. Accounting reports are reconciled with bank accounts:


Ineffectively and not in a timely manner



Fairly effectively but not in a timely manner



Effectively and in a timely way

5.9.3. Auditing of accounting reports is carried out:


Ineffectively and not in a timely manner



Fairly effectively but not in a timely manner
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Effectively and in a timely way

5.9.4. Reconciliation of fiscal and monetary data is:


Weak



Moderate



Rigorous

5.10.

A national statistics agency is provided with the institutional independence
to verify the quality of budget data



There is no technically independent national statistics agency



There is an independent national statistics agency, but it does not play a role
in any aspect of military budgeting



Standards for military budget data integrity and quality are partially adhered
to (please explain)



International standards for budget data integrity and quality are fully adhered
to (please identify the standards followed)

Annex B

UN Instrument for Standardized International Reporting of Military Expenditures
Table 4: Instrument for Standardized International Reporting of Military Expenditures
(Actual Outlays, Current Prices)
National Currency and Unit of Measures:
Fiscal Year:
Force Groups--->

Resource Costs

1. Operating
Costs
1.1. Personnel
1.1.1 Conscripts
1.1.2 Other
Military
Personnel
Including
Reserves
1.1.3 Civilian
Personnel

Strategic Land
Forces Forces

1

2

Naval
Forces

3

Air
Other Central Support and
Forces Combat
Administration
Forces
Command

4

5

Support

Command

6

7

ParaMilitary
Forces

8

Military Assistance

Home
Territory

Abroad

UN PeaceKeeping

9

10

11

UndistriButed

Total
Military
Expenditures

Civil
Defence

12

13

14

Force Groups--->

Strategic Land
Forces Forces

Naval
Forces

Air
Forces

Other Central Support and
ParaCombat
Administration
Military
Forces
Command
Forces

Support Comman
d
Resource Costs

1.2 Operations
and Maintenance
1.2.1 Materials
for Current Use
1.2.2
Maintenance and
Repair
1.2.3. Purchased
Services
1.2.4 Rent Cost
1.2.5 Other

1

2

3

4

5

6

7

8

Military Assistance

Home
Territory

Abroad

UN PeaceKeeping

9

10

11

UndistriButed

Total
Military
Expenditures

Civil
Defence

12

13

14

2. Procurement
And Construction
2.1 Procurement
2.1.1 Aircraft and
Engines
2.1.2 Missiles,
Including
Conventional
Warheads
2.1.3 Nuclear
Warheads and
Bombs
2.1.4 Ships and
Boats
2.1.5 Armoured
Vehicles
2.1.6 Artillery
2.1.7 Other
Ordnance and
Ground Force
Weapons

2.1.8 Ammunition
2.1.9 Electronics And
Comm.
2.1.10 Non-Armoured
Vehicles
2.1.11 Other
2.2 Construction
2.2.1 Air Bases,
Airfields
2.2.2 Missile Sites
2.2.3 Naval Bases and
Facilities
2.2.4 Electronics, etc.
2.2.5 Personnel
Facilities
2.2.6 Medical Facilities

2.2.7 Training Facilities
2.2.8 Warehouses,
Depots, etc
2.2.9 Command and
Adm. Facilities
2.2.10 Fortifications
2.2.11 Shelters
2.2.12 Land
2.2.13 Other
3. Research and
Development
3.1 Basic and
Applied Research
3.2 Development,
Testing and Evaluation
4. Total (1+2+3)
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Notes:
1

2
3
4

5

6

7

8

For example, the United States use the term Future Years Defense Program (FYDP). A
number of South East European countries have also accepted the term programme to
denote a resource constraint mid-term plan for development of defence and the armed
forces.
Or the first two planning years in case the respective country has a two-year budget.
MOD – Ministry of Defence.
GFS - Government Finance Statistics. Details on the UN classification are available online, <http://unstats.un.org/unsd/cr/family2.asp?Cl=218> (24 April 2003).
In Bulgaria, for example, the Prime Minister is legally obliged to present to the
legislature ―Annual Report on Defence and the Armed Forces‖ (Law on Defence and the
Armed Forces, Article 32a). Although not explicitly required by law, the expectation is
that the report will analyse performance and will relate that to actual defence
expenditures.
Not as a general rule, but based on a specific decision for classification of a particular
piece of information.
There are five possible answers to the question for this criterion. The result for country A
may be reached processing the answers of four experts; two of them giving the best
possible assessment – ‗1‘, and the two others giving ‗0.8.‘
The NATO Planning and Review Process
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